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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 70463

January 3, 201%

Stefan C. Passantino

McKenna Long & Aldridge, LLP
1900 K Street, N.W.
Washington, D.C. 20006

RE: MUR 6447
Steele for Maryland, Inc., and
Elisabeth S. Rubin, in her official
capacity as Treasurer

Dear Mr. Passantino:

In the normal course of carrying out its supervisory responsibilities, the Federal Election
Commission (the “Conwnission”) became aware of information suggesting Steele for Maryland,
Inc., and Elisabeth S. Rubin, in her official capacity as Treasurer (“Committee™), may have
violated the Fedaral Elentian Caanpdign Act of 1971, as amended (the “Aat”). On December 14,
2010, the Conunission found reesan to believe tiat the Committee kimwwiogly and willfiil
violsted 2 U.S.C. § 441a(f) and 11 C.F.R. § 110.4(c)(2), and violated 2 U.S.C. §§ 434(b),
441a(f), 441i(e)(1)(A), and 11 C.F.R. § 110.3(d), provisions of the Act or the Commission’s
regulations. Enclased is the Factual and Legal Analysis that sets forth the basis for the
Commission’s determination.

We have also erclosed a brief description of the Commission’s provedures for han®ing
possible viokitions of the Aot In addition, pleuse note thit you have a legal obligation te
presprve all iomntients, records and materials relating to this matter until such time as you are
notified that the Commission has closed its file in this matter. See 13 U.S.C. § 1519. Inthe
meantime, thir matter wil mxnain confidcatial in acomdence with 2 U.S.C. §§ 437g(a)(4)(®) and
437g(a)(12)(A), uninta you mntify the Commmiisinn in ugiting that you wish the investigation tn
be mede public.
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We look forward ta your response.
' On behalf of the Commission,
Cynthia L. Bauerly
Chair
Enclosures

Factual and Legal Analysis
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FEDERAL ELECTION COMMISSION
FACTUAL AND LEGAL ANALYSIS

RESPONDENTS:  Steele for Maryland, Inc., and
Elisabeth S. Rubin, in her official MUR: 6447
capacity as treasurer

L GENERATION OF MATTER

This metter was generated based on information ascertained by the Federal Election
Commission (“the Commission™) in tiie normal course of carrying out itn supervisory
responsibilities. See 2 U.S.C. § 437g(a)(2).

II. FACTUAL AND LEGAL ANALYSIS

A.  Factual Background

In 2006, Michael Steele was a Senate candidate in the Maryland Primary and General
Elections and the Lieutenant Governor of Maryland. Steele for Maryland, Inc., and Elisabeth S.
Rubin, treasurer (“Federal Committee™), was his authorized federal campaign committee while
Michael for Maryland and Belinda Cook, treasurer (“State Committee™), was his authorized state
campaign commuittee.

Monica Tuszer, Stecle’s sister, valuntoered n hor brothers federal and state campaigns
by stuffing envelopes, nppearing in advertisements, providing monetary support, and hosting
fundraisers. Sha worked with Michae!l Lavitt, the campaign manager and othess on the Federal
Committee campaign staff.

Paul Ellington was Steele’s chief of staff in the lieutenant governor’s office and had
known him since 1994 through various Republican Party groups. Ellington did not have a
formal position with the Senate campaign, but he had warked on Steele's election since the
exploratory phase by helping Steele choose a campaign manager and consulting firm, interacting
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with volunteers, and providing input on which interviews Steele should give. Ellington also was
involved in campaign strategy and traveled with Steele on fundraising trips.

Belinda Cook is a long-time assistant to Steele and worked on his Senate campaign in
various roles.

1. Monica Turner’s Payments of Expenses for Steele Fundraisers
a July 8, 2006, Fundraising Event

In 2006, Monica Tumner hosted two fundraisers at lier Bathesds, Maryland, home to
support Steele’s Senate campaign. @n July 8, 2006, prinr to the primary election, Turner asid
Shawnda Wilkinson, the co-chair of Women of Steele, co-hosted a fundraising event. The
invitation and response form state, “Paid For By Steele for Maryland, Inc.” The invitation
requests that contribution checks be made payable to “Steele for Maryland, Inc.” Turner paid for
the following Federal Committee expenses in connection with the July fundraiser:

Table One: Expenses for July Event

PAYEE PURPOSE |[AMOUNT METHOD

Class Act Catering Catering $5,462.35 Check #6110°
services

Rosa Varges Eventhelp  |$250 Check #6111

Joy Sayoto Eventhelp | $150 Check #6112

Roleed [illegiblej Event security | $250 Check #6114

Autopark Valet Eventvalet | $466 Visa credit
service card

TOTAL $6,578.35

Approximately 80 peosle attended the July 8, 2006, findraiser and eontributed $44,450.

! The checks listed in Tables One, Two and Three refer to checks drawn on Monica Turner’s personal checking
account.
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b.  October 21, 2006, Fundraising Event
On October 21, 2006, prior to the general election, Turner hosted an event billed as a
combination birthday party/fundraiser for Steele. The invitation and response form state, “Paid
for By Steele for Maryland, Inc.” The return address shows Turner’s name and the campaign

headquarters address. Turner paid for the following expenses in connection with the Oct. 21,

2006, fundreiser:
T o: Ex fi ober Event
PAYEE PURPOSE | AMOUNT METHOD
Class Act Catering $7,000 Check #6710
Catering services
Rosa Vargas | Event help $300 Check #6711
[Iliegible] Event help $300 Check #6714
| [Tllegible] Event seeurity | $250 Check #6713
TOTAL $7,850

Approximately 95 people attended the Octaber fitndreiser and contributed $48,570.
2. Other Expenses Paid by Turner
The Federal Committee was apparently low on funds throughout Fall 2006, and Turner
paid for additional services and materials procured by it. The following are other expenditures
paid by Tumer on behalf of the Federal Committee: |
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able Three: Additional Expenses Pai roer
PAYEE | PURPOSE DATFzJ AMOUNT METHOD
PAID
Mike Radio ad Oct. 5,2006 | $300 Check #6621
Richardson | sound editor
Eric Email QOct. 10, 2006 | $1,500 Check #6701
Taylor advertising
blast
Lorraine | Campaign Oct. 13,2006 | $800 Check #6705
Treanor office help
Eric Email Nov. 8,2006 | $3,000 Check #6748
Taylor advertising
blast
Eric Email Nov. 8,2006 | $2,000 Check #6750
Taylor advertising
blast
Mike Radio ad Nov. 20, 2006 | $150 Check #6783
Richardson | sound editor :
TOTAL $7,750

Lastly, Tumer made two cash centributions to the Federal Committee. On October 28,
2006, Tumer gave Ellington $6,000 in cash to purchase campaign “needs” such as telephones
and advertising. On November 4, 2006, Turner wrote a check to herself for $8,500, cashed it,

and gave the money to Ellington because the campaign needed to reserve radio advertising spots

before the election.
Tgple Four: Cush Centribmtiony
PURPOSE DATE CASH AMOUNT
“Campaign needs” Oct. 28, 2006 $6,000
Radio airtime Nov. 4,2006 . $8,500
TOTAL $14,500

? The dates in this table refer to the payment date.
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In sum, Turner made in-kind and cash contributions to Steele and his Federal Committee
totaling $36,678.35. The Federal Committee does not dispute that it accepted these in-kind and
cash contributions. Response to FEC at 1-2. The Federal Committee did not report any
contribution from Turner in its FEC disclosure reports. The Federal Committee also did not
report any debt in connection with Turner’s contributions.

3. Reimbursing Turmer

The Federal Committee states that ayaund the time of the July 2006 fundraiser, Steele
campaign staff told Tumer that sha would be mimbursed fiar amounts heyond the muximum
contribution limit. Tumer, however, may not have been approached about reimbursement until
the close of the election campaign when Ellington and/or Cook informed Turner that the Federal
Committee had a legal obligation to reimburse her for all the expenses she incurred on behalf of
the campaign. Turner states that Ellington suggested it would be beneficial to the campaign if
the reimbursement check were made out to Brown Sugar Unlimited, a corporation owned by
Turner, and either he or Belinda Cook asked Turner to create the invoices. Ellington states,
however, that he was unaware that Turner had a company in timt name. Brown Sugar, in fact,
had been dissolved as a Maryland corporation in Mareh 2006. Acsording to the Pederal
Comnittee, alttnsugh Tusner had siguwd articles of cancellation for Broway Sugas with thd State
of Maryland, Turner haiievad thet the corperation was dormant, nat dissolved. Turaar snitd sho
refused to create invoices from Brown Sugar, but she said she would send an email itemizing her
expenses. On November 13, 2006, Turner sent an email to Cook and Steele listing her expenses,
minus the maximum individual contribution amount for both elections ($4,200), for a total of

$33,462, Sometime thereafter, the Federal Committee sent Turner copies of three purported
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invoices from Brown Sugar Unlimited. The invoices, dated December 22, 2006, requested
payment from the Federal Committee, as follows:

Table Five: Brown Sugar Unlimited “Invoices”

Invoice #1 “July and October Fundraising | $14,762.35
Event”

Invoice #2 “SeptembBer 12 — November 7, | $18,000.00
2006 Consulting Services,
Urban Campaign Strategy”

Invoice #3 “Web Site Consulting $4,500.00
Services, Urban Web Site
Advertising Design”

TOTAL $37,262.35

On February 6, 2007, the Federal Committee wrote a check to Brown Sugar Unlimited
for $37,262.35. The Committee disclosed the payment to Brown Sugar on its 2007 April
Quarterly Report. Tumer deposited the reimbursement check ipto her personal bank account.
The Federal Committee does not address why it wrote the check to Brown Sugar rather than
Turner.

4. Payments by State Committee _

Steele’s State Committee paid for services incurred by Steele’s Federal Committee.
Specifically, two printing shops, Furra Mastess aud GOP Shuppe, produced promotional
materials such: as yurd signs, buttons, bumaper sticioors, and mailings for Smoiz’s 2006 Sonate
campaign. According to Eliingtom, the Faderal Cammittes did not have enough funds to pay the
$29,973.30 GOP Shoppe bill. Steele and the Federal Committee say that the State Cammittee
paid the bills erroneously and listed them es in-kind cantributions to the Maryland Republican
Party. Response to FEC at 2. The Federal Committee had GOP Shoppe submit an invoice to
Steele’s State Committee so the bill could be paid with the State Committee’s funds. Thus, on or

3 The Faderal Carurmirtse did not desiuct the maxim»m pesmissible contiiwtion as Turner omjirestox.
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about February 17, 2007, the State Committee paid GOP Shoppe $29,973.30. See

ttp://mdelections. ign-finance/advanced-search/expenditures?acctno=A3317. On
April 18, 2007, the State Committee paid Form Masters $7,707. See
http://mdelections.org/campaign-finance/advanced-search/expenditures?acctno=A3317. In
March 2009, the Federal Committee paid the vendors, the vendors reimbursed the State
Committee, and the Federul Committee exnended seven affected disclusure repoits to show that
the Fedemal Comtaittee had aotstanding debis to the vendoes amd that ths Fuderal Committee
ultipmtely paid the vendors. Ellington bstizves that ho and Steele discussed iavoicing the sata
campaign for the federal services.

B. Legal Analysis
1L Excessive In-Kind and Cash Contributions and Inaccurate Disclosure
The Federal Electiqn Campaign Act of 1971, as amended (“the Act”), limits how much

an individual may contribute to a candidate. 2 U.S.C. § 441a. In 2006, an individual could not
contribute more than $2,100 per election per candidate. 2 U.S.C. § 441a(a)(1)XA).
A “contribution” includes “any gift, subscription, loan, advance, or deposit of money or anything
of value made by any person for the putpose of influencing sy election for Federal office.”
2US.C. §431(8)(AXi). The term “camtribution” does not imclutle “the use of real or parsomad
property ... exd the ooat of invitations, fond, and bavaages, wnluatarily pmvided by an
individual to any cendidate ... on the individual’s residentiel premises ... to the extent that the
cumulative value ... does not exceed $1,000 with respect to any single election, and ... does not
exceed $2,000 in any calendar year.” 2 U.S.C. § 431(8)(B)(ii); 11 C.F.R. §§ 100.75 and 77.
Candidates and committees are prohibited from knowingly accepting excessive contributions.
2 US.C. § 441a(f). Cash contributions that in the aggregate exceed $100 are prohibited.
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2U.S.C. § 441g. Committees must return cash contributions over $100 to the contributor.
11 C.F.R § 110.4(c)(2).

Each treasurer of a political committee must file reports of receipts and disbursements

with the Commission. 2 U.S.C. § 434(a); 11 C.F.R. § 104.1. These reports must accurately
reflect the committee’s cash on hand, receipts, and disbursements. 2 U.S.C.
§§ 4347b)(1), (2) and (4). Coinmission regulations also eontain special disclosure requirements
for contributiona recsivetl during acrtain timra frames befare an elextion (“48-heur notice
requiremant”). Semnte carnpaign commiitees are required to file a notice with the Searetary of
the Senate within 48 hours of receiving a contribution of $1,000 or more less than 20 days before
an election but more than 48 hours before the election. 11 C.F.R. § 104.5(f).

The Federal Committee knowingly violated 2 U.S.C. § 441a(f) and 11 C.F.R

- § 110.4(c)(2) by accepting excessive in-kind contributions related to radio advertising, email

advertising and campaign office staff, as well as cash contributions from Turner totaling
$14,500. In addition, the Federal Committee violated 2 U.S.C. § 441a(f) by accepting excessive
in-kind contributions from Turner related to the July and October 2006 Senate fundraisers.
Although an individual acting in the capacity of fundraiser may extend credit to a candidate,
political conmitittee or another person ymovided thei the credit is mxtemied in the ordinnry coane
of business, 11 C.F.R. § 116.3, that does no appear to be the case here. In total, Turar
contributed $36,678.35. Subtracting the maximum allowable contribution of $4,200 for the 2006
primary and general election combined, and subtracting $1,000 per each in-home event results in
the Federal Committee accepting $30,478.35 ($36,678.35 - $6,200 = $30,478.35) in excessive

contributions.
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- The Federal Committee acknowledges that it accepted the excessive contributions at
issue in this matter. The Federal Committee attempts to portray the violations as “technical”
reporting violations and argues that it complied with the Act by reimbursing Turner in February
2007 and disclosing the reimbursement in its April _2007 Quarterly Report as a payment to’
Turner’s company, Brown Sugar Unlimited. Turner’s reimbursement by the Federal Committee
more thitm six months after Tumer started to make in-kind contributiens to the Committee, while
a mitigating fagtor, does moi cure the faet that e anniributiesns wire exmessive wien mouie and
accepted.

Moreover, the violations by the Federal Committee were knowing and willful with
respect to its acceptance of Turner’s payment of certain of the Federal Committee’s expenses
related to its radio and e-mail advertising and campaign office staff, as well as Turner’s cash
contributions. To establish a knowing and willful violation, there must be knowledge that one is
violating the law. See FEC v. John A. Dramesi for Congress Comm., 640 F. Supp. 985, 987
(D.N.J. 1986). A knowing and willful violation may be established “by proof that the defendant
acted deliberately and with knowledge that the representation was false.” United States v.
Hapkins, 916 F.2d 207, 214-15 (5th Cir. 1990).

Here, tire Faderal Canmittes mawingly accopsted paymments made by Tumer for services
related m radio and cenai! advertising and. campaign staff, as well as cash contributions of $6,000
and $8,500, which on their fage, violated the individual cantribution limit and the cash
contribution prohibition. Moreover, the Federal Committee acknowledged informing Turner that
her in-kind and cash contributions were excessive, and that she would need to be reimbursed.

The Federal Committee also failed to report any contributions from Turner and
inaccurately characterized the February 2007 reimbursement to Turner as a payment to Brown
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Sugar Unlimited. This caused the Federal Committee’s disclosure reports to be inaccurate
commencing with the 2006 Pre-Primary Report. Certain of Turner’s contributions received by
the Federal Committee between October 18, 2006, and November 4, 2006, also should have been
disclosed in 48-hour notices of contributions. See supra Tables 2-4. The Committee
acknowledges that it failed to report in-kind and cash contributions from Turner. Furthermore,
although the Federal Committee was aware that Turmer vms the tree sowree of the contributions,
the Feilzral Committae appenre te hnve purposely misoharacterized the reimbursement to Turner
as a paynaent to Brown Sugar Unlimitad.

Therefore, there is reason to believe that Steele for Maryland, Inc., and Elisabeth S,
Rubin, in her official capacity as treasurer, knowingly and willfully violated 2 U.S.C. § 441a(f)
and 11 C.F.R. § 110.4(c)(2) by accepting excessive in-kind contributions related to radio and
email advertising and campaign office staff, as well as accepting cash contributions, and reason
to believe that Steele for Maryland, Inc., and Elisabeth S. Rubin, in her official capacity as
treasurer, violated 2 U.S.C. § 441a(f) by accepting excessive in-kind contributions related to the
July and October 2008 fundraisers and 2 U.S.C. § 434(b) with respect to its reporting of these
contributions.

2, State Committex’s Payments for Federnl Canimsittse’s Exproses

Fuderal candidates and officeholders, or entities directly or indirectly established,
financed, maintained or contralled by them, are prohibited from soliciting, receiving, directing,
transferring or spending funds in connection with a Federal election unless the funds are subject
to the limitations, prohibitions and reporting requirements of the Act. 2 U.S.C. § 441i(e)(1)(A).
Further, Commission regulations provide, in material part, that transfers of funds or assets from a

candidate’s non-federal campaign committee to his or her principal campaign committee for a
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federal election are prohibited. See 11 C.F.R. § 110.3(d). Maryland law permits state political
committees to accept contributions from corporations, see MD. CODE ANN., ELEC. LAW § 13-226
(2010), and the State Committee’s reports disclose the receipt of contributions from them. Thus,
if State Committee funds were used to pay federal campaign expenses, the Federal Committee
would have received prohibited in-kind contributions from the State Committee, in violation of
2U.S.C. § 44li(e)(1)(A) and 11 C.F.R. § 110.3(d).

The Federal Comomittee had the State Committee pay debts owed to Form Masters and
GOP Shoppe, two vendors who provided services to the Feders} Committer. The Federal
Commiittee does-; not depy that the State. Commiitee paid the Federal Committee’s bills. The
Federal Committee and Steele say it was a mistake that was later corrected, albeit two years later,
while Ellington states that having the State Committee pay the vendors was intentional. Either
way, the Federal Committee and State Committee spent $37,680.30 in connection with a federal
election with funds that were not subject to the limitations, prohibitions, and reporting
requirements of the Act.

Therefore, the Commission has determined to find reason to believe that Steele for
Maryland, Inc., and Elisabeth S. Rubin, in her official capacity as treasurer violated 2 U.S.C.
§ 441i(e)(1)(A) and 11 CF.R. § 110.3(d).
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